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BURDENSOME RESTRICTIONS ON THE DISPOSITION OF 
FEDERAL SECURITIES 


To reduce the amount of borrowing required from 
commercial banks, the Treasury announced early in the 
year a program for raising at least $12 billion through 
voluntary War Bond sales. While the sales have met 
with relative success, they are short of the monthly 
goal and the amount of debt to be financed for fiscal 
1943 has jumped $22 billion since estimates were first 
submitted in January. More and more there appears 
the likelihood that some form of compulsory savings 
is in prospect. The refund provision of the Victory Tax 
passed by the Senate incorporates this general principle. 
A committee has been appointed by the Senate to re- 
port on a compulsory savings plan before the end of 
the year. 

If post-war refunds, compulsory savings and com- 
pulsory purchases of War Bonds become a substantial 
part of our financing program, it is important that con- 


ps trend toward the possible use of post-war refunds 
in connection with increased taxes, and the growing 

prospects of compulsory purchases of War Bonds, 
naturally focus attention upon the procedure of refund or 
redemption. None of the proposals now being discussed 
provide definite information with respect to the time or 
the conditions of repayment. As a guide to the procedure 
that may be set up, it may be of interest to consider the 
arrangement that has already been established for the dis- 
position, without administration, of federal securities regis- 
tered in the name of a deceased owner. 

This procedure is set forth on “Form P.D. 1646—Treas. 
Dept.—Div. of L. and C.—Rev. Mar., 1939 (Formerly 
L. and C. 285).” 

The form in question is a formidable document. It is on 
a strip of paper 8 inches wide by 3714 inches long. Since 





sideration be given to the plan and procedure for re- 
fund and redemption payments. Refund rights and 
bonds will be widely held — they will represent a large 
percentage of total savings. To the individual with a 
small estate, they may constitute the bulk of his savings. 
It is, therefore, of paramount importance that provisions 
for refund and redemption be drawn to enable him or 
his beneficiary to exercise his rights without hardship 
or delay. 

In this connection, it is of interest to note some of 
the difficulties, under the present procedure for dis- 
position of federal securities, that now beset the sur- 
viving spouse of a deceased bondholder who has left 
only a small estate. The broad implications of the sav- 
ings and borrowing program must be recognized and 
a simple, workable plan agreed upon that will obviate 
all complicated and unrealistic requirements. 


both sides of the paper are used, the result is that 600 
square inches are occupied by the statements, signatures, 
notarized certificates, and instructions. It is stated that if 
more space is required, the supplementary sheets should be 
firmly attached to the original. 

The form is entitled “Application for Transfer, Ex- 
change, Reissue, or Redemption, without Administration, 
of Registered Securities of a Deceased Owner.” 

Instruction 1 states that in general, assignments or re- 
quests for payment or reissue of United States securities 
or other securities as to which the Treasury Department 
acts as transfer agent, registered in the name of or assigned 
to a deceased owner, must be made by a duly appointed 
executor or administrator, if any has been appointed. 
Application on Form P. D. 1646 for transfer, exchange, 
reissue, or redemption, without administration, should not 
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be filed, unless (a) the gross value of the decedent’s estate 
does not exceed $500, or (b) administration of the estate 
is not required in the state of the decedent's domicile. In 
the latter case the Secretary of the Treasury may further 
require an affidavit or a certificate from a practising attorney 
or judicial officer of the state of the decedent’s domicile 
showing that administration of the estate of the decedent 
is not required in such state and referring specifically to 
any statutes or any judicial decisions of the courts of such 
state under which exemption from administration is 
claimed. The warning is added, however, that no such afh- 
davit or certificate should be furnished unless requested. 

It will be noted from the above that Form P. D. 1646 
is to be used when the decedent’s gross estate does not 
exceed $500, or when the state of his domicile does not 
require the appointment of an administrator or executor 
for his estate. The obvious advantage of having no executor 
or administrator is that the fees of this officer are saved, 
and this is always important for the small estate. The 
presence or absence of a will does not determine the ques- 
tion of an administrator, for the subject may be omitted 
from that document. It may be urged that each owner of 
registered federal securities should make specific provision 
for the disposition of such property in the event of his 
demise. This is a counsel of perfection, for it is well known 
that many persons neglect to make a will, to say nothing 
of attending to various other matters involving the security 
of dependents or the adjustment of business relations, 
despite the obvious dictates of prudence. A copy of the 
form under review, handed out with each bond sold, would 
be one effective way of warning purchasers to make full 
preparation in advance, unless it should deter them from the 
purchase. 

With the widespread diffusion of War Bonds acquired 
by voluntary purchase, and the even wider diffusion of such 
bonds in prospect by compulsion, it is evident that there 
will eventually be many thousands of holders who will 
have only small estates to be settled in due course ‘‘without 
administration.” Take, for example, the case of a deceased 
defense worker whose small estate contained one or more 
bonds registered in his name. His widow must arrange for 
the redemption, reissue or other disposition of these bonds 
—or it may be only one bond which cost $18.75, worth 
$25.00 at maturity. 

The widow encounters, first, Part I of Form P. D. 1646, 
entitled “Principal Affidavit.” This affidavit must be exe- 
cuted, if possible, by all living persons who are named in 
the sub-divisions of paragraph 1. That paragraph contains 
seven sub-divisions. Its heading is as follows: 


The names of all the persons entitled to the 

estate of the above-named decedent at the time 
of h.... death, their relationships to h...., and their 
present ages and addresses are as follows (In- 
clude any such persons now deceased and show 
dates of their death). 





In short, the first step which the widow must take who 
wants to turn in an $18.75 bond registered in her deceased 
husband’s name is to furnish the names of all persons who 
might be in any way related to her dead husband in accord- 
ance with the requirement of seven separate categories. The 
headings of the several sub-divisions of these relatives are 
as follows: (In each case, if there are none it must be so 
stated. ) 


(a) Surviving husband or wife, if any; 

(b) Adult children, including children by present 
or former marriage or by adoption; 

(c) Minor children whether by present or former 
marriage or by adoption. See paragraph 2. 


Paragraph 2 requires the names and addresses of any duly 
appointed guardians or conservators of minor children. 


(d) Children or grandchildren of any deceased 
child. 


In every case where the decedent left no children or issue 
of deceased children, one of the three following sub-divi- 
sions must be completed whether or not there was a sur- 
viving wife or husband: 


(e) If there are no living children or other de- 
scendants, give the names of the surviving 
parents, surviving brothers and sisters and 
issue of deceased brothers and sisters; 

(f) If there are no living relatives named in 

subdivisions b, c, d, and e, give the names 

of living uncles and aunts and issue of de- 
ceased uncles and aunts; 

If there are no living relatives named in 

subdivisions b, c, d, e, and f, give the names 

of any other relatives or claimants to the 
securities in question. 


— 


(g 


By the time the widow gets the above family tree made 
out, she may be a trifle discouraged; but she is barely well 
started and the going gets tougher farther on. 


But consider for a moment just what is involved in com- 
plying with this first part of the principal affidavit. The 
form itself must bear the signatures and affidavits of all 
living descendants of the deceased named in the affidavit. 
If there are none it must be signed and sworn to by direct 
relatives—ancestors, brothers, sisters or, if deceased, their 
descendants. In the absence of any of these, it must include 
indirect heirs as far removed as uncles, aunts or cousins 
or issue of cousins whose parents are not living. And if 
there are no living relatives within those degrees of kin- 
ship, sub-division (g) requires the widow to go still farther 
afield and to track down, not only other relatives but other 
claimants, to the securities in question. Those ‘‘other claim- 
ants’ may take in a lot of territory, all unexplored. Creditors 
are dealt with later, hence the means of identifying claim- 
ants who are neither relatives nor creditors is something 
on which any widow would surely need enlightenment. 
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These persons if, when and as located, are expected to sign 
the principal affidavit giving name, age, relationship and 
address. In another place on the form, each of them signs 
again and here the signature must be attested by a notary 
public. 

The surviving relatives of the deceased may be numer- 
ous, and scattered from Maine to California, from the 
Canadian border to the Rio Grande. During the war some 
of them may be in service and in some one of the far 
corners of the earth. The form must go out to each of these 
relatives in turn, and unless the several relatives are dis- 
posed to pay the notary’s fee plus return postage, the cost 
of circulating the document and of the succession of fees 
involved would presently eat deeply into the $18.75 which 
the widow hoped eventually to collect. 

The time involved is also likely to be serious. A matter 
of this sort should receive prompt attention, but many per- 
sons are natural procrastinators and delay appears inevitable. 
If someone to whom it had been sent, after a considerable 
expense for other signatures had piled up, should happen 
to lose or mislay it, the dreary round would have to start 
over again. The paper used is flimsy and it could disappear 
by natural disintegration under excessive handling. 

The next requirement is a statement of the place and 
date of death, age and residence of the decedent, to be 
supported by a certified copy of the official death certificate 
if such is issued in the community of decedent’s residence. 
If no certificate is issued, Part III of the form must be exe- 
cuted. This part is an affidavit of death of a deceased 
owner, to be executed by two disinterested persons attesting 
the period of their respective acquaintance with the de- 
ceased and their certain knowledge of his demise. 

Following the proof of death is a declaration respecting 
the gross value of the decedent's estate, with a list of the 
United States securities contained therein. 

Then comes a statement relative to the existence or non- 
existence of a will. If the decedent left a will, either the 
original or an authenticated copy must be attached to the 
form. The copy must be sworn to or certified, under seal, by 
the person having custody of the original. 

The next item of information called for embraces the 
names and addresses of the undertakers, physicians, nurses, 
hospitals, and all other persons who rendered services or 
furnished supplies in connection with the last illness and 
burial of the decedent, together with the amounts paid or 
charged for such services and supplies. This paragraph is 
footnoted with the requirement that if the above expenses 
have been paid, receipted bills therefor must be attached ; 
and if they have not been paid, transfer of the securities 
will not be allowed except with the consent of the creditors 
of upon assignment to them. Such consent must be in writ- 
ing and attested before a notary public. 

A statement of the debts of the decedent is next called 
for, with a declaration showing either that the debts have 
been paid for with funds belonging to...........s:ssssesee . 





or a list of the creditors with the nature and amounts of 
their respective claims. 

At the time the various living relatives affix their signa- 
tures and have the same attested, they are expected to agree 
to a plan for disposing of the securities in question. This 
plan is to be indicated in paragraph 7 of the principal 
affidavit which reads thus: 

Deponents request that the registered securities 
above-described be transferred, reissued, or re- 
deemed as follows, hereby assenting in all re- 
spects to such transfer, reissue, or redemption. 

But what happens when there is no agreement? The 
bitterness and strife aroused by an effort to get the general 
agreement of security owners to a plan for reorganizing 
a railroad or a business corporation is nothing compared 
with the hard feelings that can be stirred up among rela- 
tives over the disposition of a small family estate. If the 
widow should succeed in having a plan accepted, it would 
deserve notice as a “neatest trick of the week.” If there 
are uncollected checks for interest, the several deponents 
are advised to designate one of their number to receive and 
collect checks for all of the heirs. 


The foregoing maze of legalistic red tape must be un- 
stuck and unwound before the widow can obtain redemp- 
tion or reissue of the $18.75 bond registered in the name 
of her deceased husband. One can only hope that the 
process will not have reduced her to the condition of the 
little old lady who attended court regularly with her docu- 
ments and who expected a judgment on Jarndyce and Jarn- 
dyce very shortly—on the Day of Judgment. 

In the event that the decedent was the owner of bonds 
other than United States Savings Bonds or Adjusted Service 
Bonds, and the widow desires to sell or assign such regis- 
tered securities, Part IV or Form P. D. 1646 comes into 
play. It is a form whereby ‘‘all persons who appear to have 
an interest in the securities’ may join in the sale or assign- 
ment by executing a power of attorney. The instructions 
suggest that if the several parties in interest live in different 
places, they join in a power of attorney at the time that they 
sign the form in the places described above. Again it is 
naively assumed that all of the persons who appear to have 
an interest in the securities will cooperate as one big, happy 
family, and that a plan of sale or assignment will present 
no more difficulties than a major railroad reorganization. 

But for the execution of a power of attorney to authorize 
the sale or assignment of federal securities other than Sav- 
ings Bonds and Adjusted Service Bonds, the ordinary or 
common garden variety of notary public is not good enough. 
It requires one of a special, very select list of officials and 
personages to attest this kind of power of attorney. The 
select list follows: 


Judges and clerks of United States courts; 
United States district attorneys ; 
United States collectors of customs ; 
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United States collectors of internal revenue; 
Executive officers of Federal Reserve banks lo- 
cated in Boston, New York, Philadelphia, Cleve- 
land, Richmond, Atlanta, Chicago, St. Louis, 
Minneapolis, Kansas City, Dallas, and San Fran- 
cisco, and managers and assistant managers of the 
branches thereof ; 

Executive officers of Federal Land Banks; 
Executive officers of banks and trust companies 
incorporated in the United States, or its organ- 
ized territories, and managers of the branches 
thereof, domestic and foreign; 

Executive officers of incorporated banks and 
trust companies in the insular possessions of the 
United States doing business under Federal 
charter or organized under Federal law; 
Cominanding officers of the Army, Navy and 
Marine Corps of the United States (only for 
members of the Military and Naval Establish- 
ments of the United States) ; 

Diplomatic and consular representatives of the 
United States on duty abroad and those officers 
of the Navy and Marine Corps of the United 
States who. have certain consular powers under 
the Act mac April 25, 1935; 

Certain officers of the United States Treasury 
at Washington ; 

A postmaster designated to receive postal sav- 
ings deposits is authorized to witness assign- 
ments of Postal Savings bonds. 

Just why there should be this kind of limitation is by 
no means clear. A notary public in good standing—i.e., 
one whose commission is in force—is a public officer, under 
definite obligation to assure himself of the bona fides of 
any signature or document which he is asked to attest be- 
fore giving his certificate of its genuineness under seal. It 
looks very much as if this list were put in to make it harder. 
The inference that the poor widow who lives on the other 
side of the tracks would probably draw from it is that she 
would better not try to assign or sell the security unless 
obliged to assign it to someone who attended her husband 
during his last illness and burial. Each of the parties in 
interest, however widely scattered, must overcome any timid- 
ity or hesitancy he or she may have about asking a favor 
of a great person such as a federal judge, a federal reserve 
bank officer, or even a bank president, and get his authen- 
tication of the signature. And when this is all done, it is no 
better authenticated than it would be if attested by a notary 
public who kept a neighborhood stationery store or barber 
shop. 


PUBLISHED BY 
TAX FOUNDATION 


CHARLES C. BAUER, Executive Director 
30 Rockefeller Plaza 
New York City 
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Even if the decedent owned Savings Bonds only, regis- 
tered in his name, and the widow is simply trying to collect 
the money which she and her husband had been given to 
understand would be promptly and cheerfully repaid by 
the Treasury at any time after 60 days from the date of 
purchase, she should carefully count the cost of the notarial 
fees, the postage, and the incidental charges likely to crop 
up in the course of complying with all the intricacies of 
Form P. D. 1646 as it applies to this type of federal obli- 
gation. In the end, it may be cheaper to forget the whole 
business and let the government keep the money. 


The document under review here is but a small example, 
though it is doubtless a typical example, of the dry rot of 
bureaucracy. It is legal formalism flowered and gone to 
seed. A lawyer could no doubt find excellent technical rea- 
son for every line and every requirement in this document, 
but when all of these excellent requirements and safe- 
guards are put together, the result is something which must 
inevitably baffle and discourage thousands of persons who 
in days and years to come must go through the dismal 
formalities of collecting or otherwise disposing of the small 
sums which their husbands or other relatives had invested 
in the government’s securities in its hour of need. 


If Form P. D. 1646 were to be put before each person 
who is asked to buy registered War Bonds of any descrip- 
tion, it is safe to say that the sales of these securities would 
be most adversely affected. The writer is not publishing 
this description in order to injure that sale. On the con- 
trary, the objective is to secure, if possible, a reform of the 
crippling procedure which must eventually wreck the bond 
sale program unless it is changed. The truth will come out. 
Not a day passes but many persons discover themselves up 
against this dreadful barrier. News of their experience gets 
about. In fact, the knowledge of the existence of this out- 
rageous form came to the writer indirectly from a widow 
who had tried to collect a small War Savings Bond. One way 
to speed up bond sales would be to cut this bit of red tape 
into small pieces and get ready to back up the assurance 
so freely given when the bonds are sold, namely, that they 
will be redeemed as promised, without fuss, feathers or 
formality. Some procedure can and should be devised which 
will not expose anyone to the expense, delay and tribulation 
that are inevitable wherever Form P. D. 1646 is to be used. 


Harvey L, Lutz 
Professor of Public Finance 
Princeton University 
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